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The journey towards carving out a place for the creative industries within innovation 
research, scholarship, policy and program planning and delivery has barely begun. Public 
policy interests in innovation are relatively recent, being formed in a context in which 
western (and, increasingly, non-western) governments have re-introduced themselves to an 
active interventionary role in a number of areas of industry and human capital 
development - this against the small government and deregulatory trends of the 1970s and 
1980s and the end of the Keynesian settlement.  These interests have followed a largely 
science-and-technology based template for what counts as innovation and R&D largely in 
the agriculture, manufacturing and mining sectors, based resolutely on the OECD’s Oslo 
and Frascati manuals. There has been an increasing need to accommodate the arguments 
and evidence for innovation in the services sector. This has been poorly served by 
technological product and process (TPP) approaches to innovation, even though the 
evidence from innovation surveys suggests that most innovation occurs in services, which 
comprise the bulk of all modern economies. 
Having said this, it is the case that an increasingly significant component of such modern 
economies’ services sector, with crucial input into manufacturing on the supply side and a 
central role in shaping consumption trends and choices, remains on the margins of 
innovation policy, planning and research. This sector is the creative industries, along with 
those creative inputs into large swathes of the wider economy which are just beginning to 
be recognised in the innovation manuals as ‘organizational’ and ‘marketing’ innovation. 
Given this problematic status, it is not surprising that academic research has not crowded 
into the ‘creative industries and innovation’ space. Indeed, a good deal of the academic 
debate has been conducted in the critical humanities, with at times withering attacks on the 
very concept of the creative industries (Banks and O’Connor 2009; Garnham 2005; 
McGuigan 2006; Miller 2009; Ross 2009). It stands accused of importing neoliberal 
hypercapitalism into the heartland of cultural value and of valorising creative labour at the 
expense of exposing its precariousness. Set against this is an oftentimes equally 
unsustainable degree of boosterism, exemplified in Richard Florida’s corralling of a third of 
the US workforce into the ‘creative class’ and claiming that such a class of workers 
determines the shape and future of any city economy.  
Programmatic commitments to research into creative industries and innovation have begun 
to be developed, usually with the partnering support of government and industry. In the mid 
1990s, the Helsinki University of Art and Design, with the Finnish government, identified 
design as a critical sub-system within the national innovation system. At the turn of the 
century, the Design 2005 strategy (TEKES 2000) focused on industrial design, that design 
field most connected to TPP (see Korvenmaa 2009) but over time all design fields have 
come to be included. Major research across the Nordic countries in the early 2000s 
examined the music industry as an innovation system, supported by the Nordic Industrial 
Fund (Power 2003). When, shortly after, this fund merged with NordTest to become Nordic 




The path in Australia to creative industries and innovation focused on high growth aspects 
of the so-called ‘digital economy’, tied to notions of first the Internet and then web 2.0 as a 
platform technology ‘enabler’ of innovative products and services. Dating from the 
Commerce in Content report in 1994 (Cutler and Co), and gaining impetus with the national 
government’s Creative Industries Cluster Study 2002-2004, Australia has invested in 
programmatic research through the ARC Centre of Excellence in Creative Industries and 
Innovation (of which I am director) from 2005 and in applications through the Creative 
Industries Innovation Centre (from 2009). 
In the United Kingdom, the National Endowment for Science, Technology and the Arts 
(NESTA), established in 1998 at the time the creative industries idea was first being 
championed by the Blair government, has pioneered research, policy development and 
program delivery across the key inputs (science, technology and the arts) into modern 
innovation. From about 2003, NESTA focused in on creative industries, and from 2007 
developed a programmatic, policy-oriented approach to innovation within which creative 
industries was integral. Currently, NESTA is developing a new generation Innovation 
Index which should address more inclusively inputs into national innovation systems.  
There has continued to be a need, however, to systematise and thus consolidate this 
globally disparate but growing body of work. Paul Stoneman’s Soft Innovation: Economics, 
Product Aesthetics and Creative Industries is such an attempt to deliver a systematic, 
economically- and policy-literate, evidence-based, account of creative industries and 
innovation. Developed from research funded by NESTA, this book is the first fully-fledged 
academic monograph dedicated to innovation in creative industries and ‘product aesthetics’ 
(creative value-adding outside the creative industries sector) - a full decade on from the 
chapters devoted to innovation in Richard Caves’ definitive Creative Industries: contracts 
between art and commerce (2000, Part III). Stoneman heads the Technological Innovations 
Research Unit in the Warwick Business School, and enjoys a reputation as one of the 
leading scholars of technology diffusion and policy. Editor of one of the major handbooks 
of innovation studies, Handbook of the economics of innovation and technological change 
(1995), his book The economic analysis of technological change (1983) has been ranked 
amongst the core international innovation literature (Fagerberg and Sapprasert 2010). 
Stoneman brings to his project scholarship and methods central to contemporary innovation 
studies. He applies the protocols, methods, and analytics established in his core field of 
TPP to its obverse: ‘soft’ innovation is ‘the introduction of any new aesthetic product or 
product variant’ or ‘aesthetic innovations in industries the output of which is not aesthetic 
per se but functional’ (pp. 23-4). Defined as that which is not functional, soft innovation is 
then analysed as occurring whenever a new aesthetic product or product variant is launched 
into the market (p. 23) – novelty equates with innovation.  Stoneman concentrates his case 
study attention on book publishing, music, video games, and exemplifies aesthetic 
innovations in functional industries by wisely choosing those which are the subject of much 
R&D expenditure – food, pharmaceuticals and finance.  
This definition has the advantage of clarity but the disadvantage of driving a wedge along 
the functional/non-functional axis between elements of the creative industries that exist on 
a continuum. Outside Stoneman’s frame of reference, sector-based models of creative 
industries (such as Andari et al. 2007) have been developed which seek to demonstrate that 
the aesthetic and the functional exist as a continuum. Showing the growing degree of 
interdependence of ‘functional’ sectors on aesthetic innovation within the creative 
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industries would have helped greatly in Stoneman’s arguments against its exclusion from 
current innovation policy settings. 
By equating innovation with ‘anything that is new’ and significant innovation as ‘anything 
with a significant market impact’ (p. 34), Stoneman has defined into existence a huge new 
swathe of aesthetic innovation and measured it by counting best seller novels and 
blockbuster audiovisual titles. But what Stoneman doesn’t pick up from his rigorous review 
of the innovation bibles, the Oslo and Frascati manuals, is that novelty must also be 
accompanied by ‘the resolution of scientific and/or technological uncertainty’ (p. 37). 
There has to be an analogue to this criterion in what Jaaniste (2009) calls ‘cultural product 
and process’ (CPP) innovation for it to rightly stand alongside TPP and its science-as-
knowledge parameters (see, for example, Bakhshi et al. 2009). 
Despite Stoneman’s affirmation that the pervasiveness of soft innovation renders unviable 
the study of innovation as ‘just an add-on to the standard economic analysis of static 
systems’ (p. 26), his study of books, films and video games is remarkably static. These 
industries, and more besides, are undergoing profound ‘creative destruction’ brought on by 
competing patterns of cultural consumption (including illicit forms), alternative sources of 
access to information, and major disruption as analogue means of distribution give way to 
digital without corresponding shifts in the business model, driving down returns and 
threatening the viability of major firms and whole links in the supply chain of creative 
content. Stoneman’s core position that new titles are ipso facto innovations (innovation 
equals novelty), and his method of analyzing best seller lists because ‘only best sellers are 
of significant economic value’ (p. 89), produces the perception of pervasive, almost 
promiscuous, innovation in the creative industries and a conclusion that it is ‘orders of 
magnitude greater than are common in studies of technological change’ (p. 111). Given the 
simultaneous findings (in Chapter 4) that the product cycle is ratcheting up, the great 
majority of titles fail, and TPP innovation is impacting, either one must conclude that soft 
innovation is unrelated to firm or sectoral viability, or that an account of innovation in the 
creative industries must address such issues. The turbulent dynamics of change in these 
industries would suggest a need to pay greater attention to the insights of evolutionary 
economics into innovation (eg. Potts 2011), rather than focus only on mainstream 
neoclassical approaches because it is ‘by far the largest school of economics’ (p. 137). 
Soft Innovation is a major work of scholarship in a critical field of industry and policy 
studies. It carefully, systematically, and dispassionately builds a case for ‘promotion’ and 
‘dissemination’ of the idea that ‘soft innovation is important, extensive, capable of 
economic analysis, and merits considerably more attention than has been the case in the 
past’ (p. 334). Using mainstream neoclassical methods well established in the innovation 
literature (and not least by the author himself), it boldly inserts into heartland policy debate 
that there is ‘no justification’ for the exclusion of soft innovation from much government 
intervention to support innovation and ‘policy changes ought to be put in place to reflect 
this’ (p. 327). I have suggested that the central definition of soft innovation is problematic; 
that there is a greater need to use addressing, if not always resolving, uncertainty as a 
criterion for significant innovation; and that the relation between soft and ‘hard’ (or 
functional) innovation needs to be articulated better. But we will make progress on these 
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